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ANNUAL  REPORT 
of  the 

ALBERTA  DAIRY  CONTROL  BOARD 
for  the  fiscal  year 
ended  March  31,  1993 


CHAIRMAN'S  MESSAGE 


The  annual  report  covers  the  activities  of  the  Alberta  Dairy  Control  Board  for 
the  fiscal  year  ended  March  31,  1993.  It  provides  information  on  the  Board's 
mandate  and  primary  activities.  It  includes  dairy  industry  statistics  and  also  financial 
statements  audited  by  the  Office  of  the  Auditor  General  of  Alberta.  We  are  gratified 
by  the  widespread  use  of  this  historical  data.  We  have  responded  to  many  requests 
from  not  only  dairy  industry  participants,  but  also  academics,  students  and  the  news 
media.  I  hope  you  find  this  report  informative  and  useful. 

All  Board  members  join  me  in  thanking  the  management  and  staff  for  a  job 
well  done.  Their  dedication  to  this  industry  is  reflected  in  the  smooth  flow  of  large 
scale  operations  that  serve  producers,  processors  and  consumers. 

During  the  past  year,  the  Board  responded  to  a  number  of  national  and 
provincial  issues.  The  National  Dairy  Task  Force  study  prompted  a  considerable 
response  from  all  Alberta  dairy  industry  stakeholders.  The  Dairy  Board  provided 
information  and  assistance  to  producers  and  processors  to  ensure  Alberta's  strength 
within  the  National  Milk  Marketing  Plan. 

Internationally,  the  on  -  off  General  Agreement  on  Tariffs  and  Trade  talks 
received  much  attention  from  the  Alberta  dairy  industry.  The  Board  continues  to 
measure  the  impact  upon  our  industry  as  negotiating  deadlines  come  and  go.  The 
Board  has  recently  adopted  a  wait-and-see  attitude  and  is  ready  to  move  quickly  to 
accommodate  industry-driven  changes  if  and  when  new  global  trading  rules  are 
defined.  After  witnessing  seven  years  of  negotiations,  all  Alberta  stakeholders  have 
become  fairly  tolerant  to  the  short-term  tremors  created  by  ongoing  trade  negotiations. 


Last  year,  the  Board  initiated  and  participated  in  a  western  provincial  liaison  to 
ensure  that  regional  interests  were  best  served  within  the  context  of  promoting  change 
for  a  stronger  Canadian  dairy  industry.  At  the  request  of  industry,  new  agreements 
were  structured  with  British  Columbia  and  Saskatchewan  Milk  Control  Agencies, 
permitting  the  interprovincial  movement  of  fluid  milk.  Interprovincial  milk  movement 
restraints  must  give  way  to  permit  greater  economies  of  scale  and  plant  rationalization. 
The  Board  must  continue  to  monitor  industry-driven  changes  so  that  we  can  respond 
to  the  many  challenges  to  our  dairy  industry. 

The  heavily  populated  areas  of  North  America  report  increasing  environmental 
problems  with  large-scale  dairy  operations.  Alberta's  large  dryland  farming  base  can 
absorb  large  amounts  of  whey  and  manure  as  soil  nutrients.  Our  capacity  to  sustain 
large  expansion  of  the  dairy  industry,  without  harming  the  environment  combined  with 
our  low  costs  of  production  and  the  lowest  milk  price  structure  in  Canada  gives 
Alberta  great  potential  for  long-term  growth. 

The  financial  statements  will  show  producer  and  processor  assessments  account 
for  75  percent  of  our  revenues.  This  shows  that  the  Board  is  well  along  the  road 
toward  privatization  without  taxpayer's  dollars.  The  Board  receives  its  most 
significant  contribution  from  the  Alberta  government  through  the  ongoing  support  of 
the  Dairy  Board  Act  and  supporting  regulations.  The  Board  needs  strong  and 
effective  legislation  to  resolve  many  different  issues  presented  for  judgement  through 
the  appeal  process.  The  Board  is  often  called  upon  to  act  as  referee  in  maintaining  the 
disciplines  required  of  a  supply  managed  industry. 

The  Board  thanks  former  Minister  of  Alberta  Agriculture,  Food  and  Rural 
Development,  Ernie  Isley  for  his  considerable  efforts.  The  provincial  government's 
strong  support  of  agriculture  has  been  shown  by  Mr.  Isley's  commitment  to  the  dairy 


industry.  On  behalf  of  the  Alberta  Dairy  Control  Board,  I  welcome  the  Honourable 
Walter  Paszkowski  as  our  new  Minister  and  look  forward  to  his  participation  in  the 
dairy  industry. 

We  would  also  like  to  thank  members  of  the  Policy  Advisory  Committee, 
Alberta  Milk  Producers'  Society,  Alberta  Dairy  Association,  and  Alberta  Agriculture, 
Food  and  Rural  Development  for  their  valuable  assistance  to  Dairy  Board  members 
and  staff. 


I  would  personally  like  to  thank  the  Board  members  for  their  hard  work. 


Our  continuing  commitment  is  to  serve  our  constituents  to  the  best  of  our 

ability. 


James  P.  Heron,  Chairman 
Alberta  Dairy  Control  Board 
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AUTHORITY  AND  MANDATE 


The  Alberta  Dairy  Control  Board  is  a  Crown  corporation,  operating  under  the  authority 
of  the  Dairy  Board  Act. 

The  purpose  of  the  Alberta  Dairy  Control  Board  is  to  control  and  regulate  the  sale  of 
milk  in  Alberta.  The  Board's  responsibilities  cover  all  three  sectors  of  the  dairy  industry 
including  fluid  milk,  industrial  milk  and  cream. 

The  Board's  membership  consists  of  two  active  dairy  producers,  a  former  processor,  a 
consumer  representative  and  a  full-time  chairman.  The  chairman  reports  directly  to  the  Minister 
of  Agriculture,  Food  and  Rural  Development.  The  Board  employs  10  full-time  staff  members 
to  administer  dairy  policy  within  Alberta. 

The  Alberta  Dairy  Control  Board  is  one  of  the  signatories  to  the  Comprehensive  Milk 
Marketing  Plan  (the  National  Milk  Marketing  Plan  governing  the  production  of  industrial  milk 
in  Canada).  The  Board  has  accepted  the  responsibility  of  administering  market  share  quota, 
collecting  levies  and  remitting  them  for  Alberta  producers.  James  Heron,  Chairman,  represents 
Alberta  on  the  Canadian  Milk  Supply  Management  Committee,  which  makes  recommendations 
on  balancing  milk  production  with  domestic  and  export  demand. 

Dairy  policies  are  developed  to  ensure  that  producers  and  processors  of  milk  and  cream 
have  an  opportunity  to  receive  a  fair  return  for  their  labour  and  investment.  Dairy  policies  also 
provide  consumers  of  dairy  products  with  a  continuous  supply  of  high-quality  dairy  products  at 
reasonable  prices. 

The  Board  is  responsible  for  setting  the  producers'  price  for  milk  in  all  classes  with  the 
exception  of  Class  I.  By  authority  of  the  Dairy  Board  Act,  the  Public  Utilities  Board  sets  the 
price  for  Class  I  milk. 
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REPORT  ON  OPERATIONS 


Changing  conditions  within  the  dairy  industry  at  the  provincial,  national  and 
international  levels  continue  to  affect  the  operations  of  the  Alberta  Dairy  Control 
Board.  The  Board  continued  to  exercise  fiscal  responsibility.  The  producer  and 
processor  assessment  rate  has  not  changed  since  1975.  The  assessment  rate  for 
producers  is  $0.02  per  kilogram  of  butterfat  delivered  and  for  processors  it  is  $0.01 
per  kilogram  of  butterfat  received. 

The  Lethbridge  office  was  closed  in  1992  to  improve  service  to  an  increasingly 
progressive  industry  and  to  improve  overall  efficiency.  For  the  same  reason  the 
Airdrie  office  was  closed  on  March  1,  1993.  To  further  enhance  the  audit  program 
some  staff  were  reassigned.  The  Board  continues  to  audit  processor  milk  utilization  to 
ensure  producer  payments  are  accurate. 

The  Board  has  been  active  in  setting  up  a  system  that  permits  interprovincial 
movement  of  milk  while  ensuring  fair  market  returns  to  producers.  Expenditures  for 
travel  and  Board  fees  reflect  these  increased  activities.  The  national  initiatives  to 
centralize  control  of  the  dairy  industry  caused  the  number  of  meetings  and  travel  for 
the  Board  and  staff  to  increase. 

Expenditures  also  include  honorarium  and  expenses  paid  to  members  of  Alberta 
Milk  Producers'  Society  and  Agrifoods  International  Cooperative  Ltd.  who 
participated  in  Canadian  Milk  Supply  Management  Committee  meetings.  As  well, 
some  members  of  the  Policy  Advisory  Committee  of  the  Board  claimed  honorarium 
and  expenses  for  committee  business. 
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During  the  1992-93  year,  Central  Alberta  Dairy  Pool,  Northern  Alberta  Dairy 
Pool  and  Fraser  Valley  Milk  Producers  merged  to  form  Agrifoods  International  Co- 
operative Ltd. 

Interprovincial  movement  of  Class  I  milk  products  have  increased  due  to 
industry  requests  and  to  facilitate  plant  specialization  and  rationalization. 

The  Board  continues  the  use  of  a  three  tiered  levy  system  in  response  to  the 
Canadian  Dairy  Commission  decisions.  During  the  1992-93  dairy  year,  producers 
were  offered  the  choice  of  delivering  into  the  sleeve  and  thus  pay  the  higher  sleeve 
levy.  Over-quota  levies  collected  during  the  1991-92  dairy  year  were  not  refunded. 
They  totalled  $2,722,171.  During  the  1992-93  dairy  year,  the  over-quota  levies  were 
used  to  reduce  the  in-quota  levy  to  zero  and  further  reduce  the  all  milk  levy  by  $0.03 
per  kilogram  of  butterfat. 

Support  prices  for  industrial  milk  increased  $0.50  per  hectolitre  as  of  February 
1,  1993.  The  Board  adjusted  the  producer  price  by  adjusting  the  price  of  industrial 
milk  classes.  Producers  decided  to  share  the  cost  of  market  development  in 
anticipation  of  a  greater  share  of  higher  class  market  returns.  Class  I  milk  price 
increased  from  $54.01  per  hL  to  $54.99  in  August,  1992  and  to  $55.97  per  hL  in 
November,  1992. 

A  small  decrease  in  milk  and  cream  consumption  of  1.19  percent  added  some 
pressure  to  over-production. 

Sales  of  low-fat  products,  including  skim,  1%  and  2%  milk,  represented  74.39 
percent  of  total  milk  sales,  a  0.8  percent  increase  over  the  previous  year. 
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The  number  of  producers  decreased  as  a  result  of  industry  rationalization  and 
consolidation  of  dairy  farms,  which  reflect  increased  production  per  cow  and 
improved  efficiency.  As  of  March  31,  1993,  there  were  1,268  milk  and  208  cream 
producers,  a  drop  of  10  percent  from  1992.  Production  during  the  dairy  year 
exceeded  quota  issued  by  2.96  percent.  The  amount  of  quota  transferred  reached 
record  levels.  Fluid  quota  transferred  from  5.9  percent  to  7.59  percent  while  market 
share  quota  transferred  rose  from  5.6  percent  to  9.55  percent. 

During  the  1992-93  fiscal  year,  Agrifoods  International  Cooperative  Ltd.  closed 
their  plant  at  Lethbridge  while  Pass  Dairies  Ltd.  closed  their  facilities  at  Bellevue. 

The  Board  operated  the  fluid  milk  equalization  pool  on  behalf  of  Alberta 
producers  for  the  seventeenth  year. 

Dairy  Cost  Study  participants  received  funding  from  the  Board.  The  cost  study 
provides  the  Public  Utilities  Board  and  extension  agents  with  valuable  information. 

The  Board  continued  to  collect  assessments  from  producers  for  dairy  product 
promotion  and  nutrition  education.  These  funds  were  turned  over  to  the  Alberta  Milk 
Producers'  Society  and  the  Dairy  Nutrition  Council  of  Alberta. 

Board  staff  have  noted  an  increased  demand  for  information  from  producers  as 
a  result  of  the  reduction  in  the  number  of  dairy  specialists  employed  by  Alberta 
Agriculture,  Food  and  Rural  Development. 

Board  policy  and  regulations  were  administered  successfully  in  what  has  been  a 
most  eventful  year.  The  Board  and  staff  enjoyed  cooperation  from  all  sectors  of  the 
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dairy  industry,  agri-business  and  provincial  government  throughout  the  year.  Board 
staff  continued  to  dedicate  themselves  to  providing  the  best  possible  service  to  the 
industry,  business,  government  and  consumers. 
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ALBERTA  DAIRY  CONTROL  BOARD 


FINANCIAL  STATEMENTS 
MARCH  31.  1993 


Auditor's  Report 
Balance  Sheet 

Statement  of  Revenue,  Expenditure  and  Retained  Earnings 
Notes  to  the  Financial  Statements 


AUDITOR'S  REPORT 


To  the  Members  of  the 

Alberta  Dairy  Control  Board 

I  have  audited  the  balance  sheet  of  the  Alberta  Dairy  Control  Board  as  at  March  31,  1993 
and  the  statement  of  revenue,  expenditure  and  retained  earnings  for  the  year  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Board's  management.  My 
responsibility  is  to  express  an  opinion  on  these  Financial  statements  based  on  my  audit. 

I  conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  I  plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether 
the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial 
statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and 
significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial 
statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Board  as  at  March  31,  1993  and  the  results  of  its  operations  and 
the  changes  in  its  financial  position  for  the  year  then  ended  in  accordance  with  generally 
accepted  accounting  principles. 


FCA 

Auditor  General 


Edmonton,  Alberta 
June  14,  1993 


ALBERTA  DAIRY  CONTROL  BOARD 


BALANCE  SHEET 
AS  AT  MARCH  31.  1993 

1993  1992 

ASSETS 

Operating: 
Current: 

Cash                                                                $1,100,286  $1,030,006 

Due  from  processors  and  producers  (Note  4)                   438,845  404,157 

Prepaid  expenses   884   : 

1,540,015  1,434.163 

Capital  assets  (Note  5)                                                   116.741  91.020 

Equipment  under  capital  lease  (Note  6)  2,891  5,100 
Trust:  (Note  7) 

Cash  (bank  indebtedness)                                                (98,004)  254,433 

Due  from  processors  and  producers  (Note  4)                     1,435,269  1,697,296 

1.337.265  1,951,729 

$2,996,912  $3,482,012 

LIABILITIES  AND  RETAINED  EARNINGS 

Operating: 

Due  to  processors  and  producers  (Note  8)                       $  427,632  $  356,478 

Due  to  Province  of  Alberta                                             65,015  99,307 

Accounts  payable  and  accruals                                         46,864  46,801 

Current  portion  of  obligation  under  capital  lease  (Note  9)          2,998  2,405 

542,509  504,991 

Obligation  under  capital  lease  (Note  9)                                    960  3,958 

Retained  earnings                                                       1,075,029  1,006,562 

Quota  exchange  reserve  (Note  10)                                      41,149  14,772 

1,659,647  1,530,283 

Trust  liabilities  (Note  7)                                                 1.337.265  1.951.729 

$2,996,912  $3,482,012 

The  accompanying  notes  are  part 
of  these  financial  statements. 


ALBERTA  DAIRY  CONTROL  BOARD 
STATEMENT  OF  REVENUE,  EXPENDITURE  AND  RETAINED  EARNINGS 


FOR  THE  YEAR  ENDED  MARCH  31.  1993 


1993 


1992 


REVENUE 


Producer  assessments 

Processor  assessments 

Government  contribution  to  administration 

costs  (Note  1 1 ) 
Quota  exchange  transfers  (Note  10) 


EXPENDITURE 


Salaries  and  employee  benefits 
Travel  and  Board  fees 
General  office 
Grants 

Amortization 
Data  processing 

Data  processing  equipment  and  software 


Excess  of  revenue  over  expenditure  for  the  year 
Appropriation  to  quota  exchange  reserve  (Note  10) 


Retained  earnings  at  beginning  of  year 
before  restatement 

Adjustment  for  change  in  accounting  policy 
(Note  3) 

Retained  earnings  at  beginning  of  year 
as  restated 


$  416,593 
206,312 

178,093 
26,377 

827,375 


483,117 
124,968 
36,256 
33,608 
32,346 
20,930 
1,306 

732,531 

94,844 

26,377 

68,467 

1,006,562 


1,006,562 


$  404,768 
165,902 

170,794 
452 

741,916 


482,746 
106,986 
42,504 
33,139 
17,403 
26,538 
2,996 

712,312 

29,604 

452 

29,152 

1,002,290 

(24,880) 

977,410 


Retained  earnings  at  end  of  year 


ALBERTA  DAIRY  CONTROL  BOARD 


NOTES  TO  THE  FINANCIAL  STATEMENTS 


MARCH  31.  1993 


Note  1 


Authority 


The  Alberta  Dairy  Control  Board  operates  under  the  authority  of  the  Dairy 
Board  Act,  Chapter  D-l,  Revised  Statutes  of  Alberta  1980,  as  amended. 


Note  2      Accounting  Policies 
Amortization 

Capital  assets  are  amortized  on  a  straight-line  basis  over  the  following  periods: 


Equipment  acquired  under  a  capital  lease  is  amortized  on  a  straight-line  basis 
over  the  term  of  the  lease. 

Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  is  not  provided  as  disclosure  in 
these  financial  statements  is  considered  to  be  adequate. 


In  previous  years,  accrued  vacation  pay  was  not  included  in  the  financial 
statements.  In  the  current  year,  the  Board  adopted  the  policy  of  accruing 
vacation  pay.  This  change  has  been  applied  retroactively  and  results  in  the 
following  restatements  of  the  1992  comparative  figures. 


Office  furniture  and  equipment 
Communication  equipment 
Software  development 
Computer  hardware  and  equipment 


3  years 
3  years 
5  years 
5  years 


Note  3 


Change  in  Accounting  Policy 
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Note  3      Change  in  Accounting  Policy  (continued) 


Salaries  and  employee  benefits 

Excess  of  revenue  over 
expenditure 

Accounts  payable  and  accruals 

Retained  earnings  at  beginning  of  year 

Note  4      Due  from  Processors  and  Producers 


Operating: 

Quota  exchange 
Assessments 


Trust: 

Price  equalization 
Canadian  Dairy  Commission 
Alberta  Milk  Producers  Society 
Dairy  Nutrition  Council  of  Alberta 
Violations 


As 

Previously  As 

Reported      Adjustment  Restated 

$  460,825      $  21,921  $482,746 

51,525        (21,921)  29,604 

46,801  46,801 

1,002,290        (24,880)  977,410 

1993  1992 

$  386,450  $  349,828 

52,395  54,329 

$  438,845  $  404,157 

$  604,757  $  501,076 

476,069  843,397 

315,526  308,152 

23,547  24,456 

15,370  20,215 

$1,435,269  $1,697,296 
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Note  5      Capital  Assets 


1  QQ^ 

1  OO") 

Accumulated 

Cost 

Amortization 

Net 

Net 

Communication  equipment 

$  1,073 

$  596 

$  477 

$  835 

Computer  hardware  and 

equipment 

28,405 

6,760 

21,645 

13,465 

Office  furniture  and 

equipment 

5,146 

4,089 

1,057 

2,773 

Software  development 

128,173 

34,611 

93,562 

73,947 

$  162,797 

$46,056 

$  116,741 

$91,020 

Equipment  Under  Capital  Lease 

1993 

1992 

Accumulated 
Cost      Amortization      Net  Net 


Office  equipment  $11,690        $8,799        $2,891  $5,100 

Note  7  Trust 

Under  the  National  Milk  Marketing  Plan,  the  Board  collects  levies  from  processors 
on  behalf  of  producers  and  forwards  the  levies  to  the  Canadian  Dairy  Commission 
(CDC).  A  portion  of  the  levies  collected  can  be  refunded  to  producers  under 
certain  conditions. 

The  Board  has  an  agreement  to  collect  levies  for  milk  promotion  and  education  on 
behalf  of  the  Alberta  Milk  Producers  Society  (AMPS)  and  the  Dairy  Nutrition 
Council  of  Alberta  (DNCA). 

Under  section  38  of  the  Dairy  Control  Board  Regulation,  the  Board  is  required  to 
operate  a  price  equalization  mechanism  whereby  all  producers  receive  a  fair  price 
for  their  milk  production. 
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Note  7      Trust  (continued) 

Price 

CDC  AMPS         DNCA  Equalization  Total 

Trust  liabilities 
at  beginning 

of  year  $  1,082,119  $  308,152  $  24,456  $  537,002  $  1,951,729 
Add:  1992-93 

amounts  received       13,151,756  3,439,301      256,667  5,362,363  22,210,087 

Amounts  receivable           476,069  315,526        23,547  620,127  1,435,269 

14,709,944  4,062,979      304,670  6,519,492  25,597,085 

Less:  Amounts 

paid  out  14,353.927  3,744,353  280,897  5,880,643  24,259,820 
Trust  liabilities 

at  end  of  year         $     356,017  $  318,626    $  23,773  $  638,849    $  1,337,265 


Note  8      Due  to  Processors  and  Producers 


1993  1992 


Operating: 

Quota  exchange  $425,290  $352,628 

Other  2,342  3,850 

$427,632  $356,478 

Note  9      Obligation  Under  Capital  Lease 
Future  minimum  payments 

1993  1992 


1993  $      -  $2,405 

1994  2,998  2,998 

1995  960  960 


Less:  Current  portion 


3,958  6,363 
2,998  2,405 
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Note  10    Quota  Exchange 

The  Quota  Exchange  Reserve  represents  surpluses  occurring  on  transfers  of  quotas 
and  will  be  used  to  cover  any  future  Quota  Exchange  transaction  deficiencies. 

1993 

Sales  of  quota  $4,269,047 
Purchases  of  quota  4,242,670 
Appropriation  in  current  year  26,377 
Reserve  at  beginning  of  year  14,772 
Reserve  at  end  of  year  $  41,149 

Note  1 1     Administration  Costs 

In  addition  to  the  government  contribution  which  represents  25%  of  certain 
administration  costs,  the  General  Revenue  Fund  of  the  Province  of  Alberta  bears 
the  cost  of  the  following: 

Administrative  services  -  legal,  audit,  personnel,  and  financial. 
Accommodation  costs  -  office  space,  basic  utilities,  repairs,  maintenance,  RITE 
telephone  system,  office  furniture  and  certain  office  equipment. 

Note  12     Interest  on  Cash  Deposits  and  Licence  Fee  Income 

Interest  from  cash  deposits  in  the  Consolidated  Cash  Investment  Trust  Fund  and 
licence  fee  income  have  been  credited  directly  to  the  General  Revenue  Fund  of  the 
Province  of  Alberta. 

Note  13     Pension  Benefits 

The  Alberta  Dairy  Control  Board  and  its  employees  participate  in  the  Public 
Service  and  Public  Service  Management  pension  plans.  On  May  14,  1993,  the 
Public  Sector  Pension  Plans  Act  (No.  2)  received  Royal  Assent.  Upon 
proclamation,  the  Board  will  be  required  to  make  increased  pension  contributions. 
The  amount  of  the  increased  contributions  will  be  established  by  future  regulations. 


-  6  - 


Note  14     Comparative  Figures 


The  1992  figures  have  been  reclassified  where  necessary  to  conform  to  1993 
presentation. 


Note  15 


Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  management. 
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